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GHANA - KEY ECONOMIC INDICATORS 
All values in U.S. $ million unless otherwise indicated 


c D 
1977 7 1979 C/B % 
INCOME AND PRODUCTION change 


GDP at Current Prices (million cedis)# 11,571 27,930 40.5 
GDP at Constant (1975) Prices (million cedis) @ 5,277 5,454 0 

Per Capita GDP at Current Prices (cedis) @ 1,084 2,465 36.4 
Cocoa (1,000 MT) (crop year ending Sept.) 323 264 —c7 
Gold (1,000 Tr. Oz) 502 362.4 -12.9 
Diamonds (1,000 carats) 2,085.5 1,253i2 ~35.2 
Manganese (1,000 LT) 478.5 266.5 -22.1 
Bauxite (1,000 MT) 275.4 21367 ~3552 
Aluminum (1,000 MT) 153.0 165.8 48.6 


MONEY, PRICES AND BUDGET 


Money Supply (December) 

Interest Rates (Commercial) (%) 
Consumer Price Index (1977=100) 
Wholesale Price Index (1977=100) 
Government Expendityre 
Government Revenue . 

Government Deficit 
Government Debt (end June) 


BALANCE OF PAYMENTS AND TRADE 


Gross International Reserves (end December) 162.6 287.6 302.2 
External Debt (end December) 960.7 ° .1,322-1 °1;329.7 
Annual Debt Service P50. 28.7 45:55 
Overall Balance © -7.5  -115 153.7 
Balance of Trade 130.4 132.47 262.5 
Exports, FOB 970.1 894.6 1,065.6 

U.S. Share 224.1 214 225,42 
Imports, FOB 839.7 781.9 803.1 

U.S. Share 145.5 124.8 90.9 -27.1 


Major imports from U.S. (1979): machinery and transport equipment, 21.6; crude 
materials, 15.9. Major exports to U.S. (1979): aluminum, 134.8; cocoa, 63. 


a) The official exchange rate of the cedi does not reflect the true value 
of the Ghanaian currency. For this reason cedi figures are used for GDP 
and per capita GDP. Official exchange rates: .8696 dollars in 1977; 
-5680 dollars in 1978; and .3636 dollars in 1979. 

b) Fiscal Years (July 1 - June 30) 1977-78, 1978-79, 1979-80 

c) Current and Capital Accounts Balance 


Sources: Central Bureau of Statistics, Ministry of Finance and Economic 
Planning Bank of Ghana, Ghana Chamber of Mines, U.S. Department of 
Commerce, International Monetary Fund. 





SUMMARY 


The Ghanaian economy in 1979 was adversely affected by a military 
coup in June, which delayed until September 24 the inauguration 

of the constitutional, civilian, democratic government under Pres- 
ident Hilla Limann. The economy last year was characterized by 
little or no growth, shortages of goods, 54 percent inflation, a 
large government deficit, a deteriorating transportation network, 
and shortage of foreign exchange. In the key agricultural sector, 
output of some food crops increased in 1979 because of good rains, 
but production of rice was sharply down. Cocoa production, which 
accounts for about 70 percent of Ghana's export earnings, increased 
to approximately 300,000 metric tons (mt) in 1979-80. Most indus- 
trial plants are closed or are operating at low capacity because 
of limited imports of raw materials, spare parts and machinery. 
Production of most major minerals--gold, diamonds, manganese and 
bauxite--has decreased in recent years. Labor unrest has become 
more prevalent as workers' standards of living have declined. 


The Limann Government recognizes that Ghana's economic problems 
require at least 2 years of austerity. It has placed highest prior- 
ity on reviving agricultural production, exports, and the trans- 
port network. The Ministry of Finance and Economic Planning has 
sought, with limited success, to reduce the budget deficit. Adjust- 
ment of Ghana's overvalued exchange rate is unlikely at present. 
Any new stabilization program will probably include a series of 
internal economic reforms and substantial foreign assistance, pri- 
marily from the International Monetary Fund. 


Ghana's balance of payments is difficult, despite a favorable 
trade balance last year of about $260 million. The oil import bill 
(now over $300 million annually) at present requires almost one- 
third of Ghana's foreign exchange earnings. The Bank of Ghana is 
enforcing a very austere import program in 1980 under which import 
licenses issued have the necessary foreign exchange cover. The 
Bank is also making a determined effort to reduce the backlog of 
unpaid trade bills. 


Total trade between the United States and Ghana last year amounted 
to $316 million. U. S. exports to Ghana of $91 million were down 
substantially compared with 1978, primarily because of the lower 
level of economic activity in Ghana. Some important trade opportun- 
ities exist for U. S. exporters, including sales of agricultural, 
construction, transport, mining, and wood processing machinery 





and equipment. The VALCO aluminum smelter accounts for about 70 
percent of the $325 million U. S. direct investment in Ghana. Oth- 
er major U. S. companies include Firestone, Union Carbide, Star- 
Kist, and Agri-Petco. Although the Government favors new private 
foreign investment, particularly in the minerals sector, the in- 
vestment climate has been adversely influenced by a history of 
economic deterioration and political instability. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Gross Domestic Product 


The Ghanaian economy apparently registered little, if any, growth 
in real terms in 1979, although firm statistics are lacking. Gross 
domestic product (GDP) has been estimated at 27.9 billion cedis 
last year. It is difficult to calculate an accurate GDP in dollar 
terms because the "real" value of the cedi in relation to the 
dollar is unknown. (The official exchange rate is ¢ 2.75 = $1; the 
black market rate has recently ranged between ¢ 12 and ¢ 20 = $1,) 
If one assumes a realistic exchange rate of ¢ 10 = $1, Ghana's 

GDP last year was approximately $2.8 billion and per capita GDP, 
only about $250. The population is now over 11 million and grow- 
ing at about 3 percent annually. 


It is clear that the economy has deteriorated substantially in re- 
cent years. The standard of living of the average Ghanaian has 
fallen as wages and salaries have failed to keep pace with the in- 
flation. Under the circumstances, workers are restive and have 
carried out numerous unauthorized work stoppages. Inadequate sala- 
ries have caused government officials and professionals, such as 
doctors and teachers, to seek employment in other countries. Fur- 
ther, inflation and shortages of food and essential commodities 
have focussed economic activity on consumption. Domestic saving 
was only 5.4 percent of GDP in 1979; total investment was 4.5 
percent of GDP. This failure to invest in new productive enter- 
prises limits Ghana's economic growth prospects. 


Agriculture 


Agriculture is the backbone of the Ghanaian economy. Over 60 per- 
cent of the population live in rural areas, where the quality of 
life is poorer because of inadequate health, education, housing, 
and other facilities. Approximately 54 percent of the work force 
is in agriculture. Major food crops produced are cassava, corn, 
plantain, rice, and peanuts. 
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The output of some foodcrops increased last year, but production 

of rice fell sharply. In general, agricultural yields declined in 
1979. Deteriorating roads and the lack of vehicles have prevented 
the transport of many foodstuffs to urban centers. Ghana must still 
import sizable quantities of foodgrains to meet its domestic food 
requirements. 


The Limann Government has placed highest priority on increasing 
agricultural production and productivity in an attempt to regain 
food self-sufficiency. However, it has not yet been able to form- 
ulate and successfully implement specific agricultural programs 
and projects. The USAID program in Ghana is focussed on the agri- 
cultural sector, particularly the MIDAS project, which is designed 
to provide production inputs, credit, and services principally to 
small farmers in the Brong-Ahafo Region. During FY 1980 the Uni- 
ted States provided $12.7 million worth of wheat, corn, and rice 
under a PL 480 Title I credit, and $5.3 million in Title II food 
grants, primarily to maternal and child health programs. 


The single most important economic activity in Ghana is the pro- 
duction and export of cocoa, which accounts for about 10 percent 
of GDP, almost 50 percent of government revenues, and approximate- 
ly 70 percent of export earnings. The 1979-80 cocoa crop is esti- 
mated at close to 300,000 mt, approximately 14 percent higher 
than 1978-79's crop of 264,000 mt, which was the lowest in 20 
years. Good rains last summer were the major reason for the in- 
creased 1979-80 crop. Nevertheless, the cocoa industry faces ma- 
jor structural problems, including aging trees and farmers, price 
disincentives, shortage of agricultural laborers, and transporta- 
tion bottlenecks between the farmers and the ports. 


Mining and Industry 


Ghana is endowed with abundant mineral wealth, principally gold, 
diamonds, manganese, and bauxite. Production of most major min- 
erals has declined in recent years because of insufficient im- 
ports of spare parts and equipment to maintain or renovate the cap- 
ital stock, as well as the gradual depletion of higher grade min- 
eral deposits at existing mines. Nevertheless, some foreign invest- 
ors, including U. S. companies, have recently indicated interest in 
developing Ghana's mineral resources. 


The manufacturing sector is at a low ebb. The lack of foreign ex- 
change has limited imports of raw materials, spare parts, and 
machinery. As a result, many firms are closed or are operating at 
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low capacity, generally 20-40 percent. Numerous public sector 
corporations are badly managed and overstaffed. Nevertheless, the 
Government is reluctant to allow firms to lay off workers for fear 
of exacerbating a serious unemployment/underemployment problem. 
One of the few bright spots in the industrial picture last year 
was increased aluminum production at VALCO's smelter (90 percent 
owned by Kaiser, 10 percent by Reynolds). 


Budget 


The Government continues to have difficulty in reducing the budget 
deficit to manageable proportions. Last December, the Minister of 
Finance and Economic Planning estimated the deficit for the 1979- 
80 fiscal year (ending June 30) at approximately $364 million. The 
actual deficit is now expected to be about $640 million, almost 

40 percent of total expenditures. The major reason for this un- 
satisfactory performance has been a substantial shortfall in anti- 
Cipated revenues, particularly customs and excise taxes, primar- 
ily due to the low level of economic activity. Although the Gov- 
ernment was able to restrain overall expenditures in 1979-80, wage 
and salary expenses were higher than expected, while capital spend- 
ing on development projects amounted to little more than 10 per- 
cent of total expenditures. The 1980-81 budget projects a deficit 


of $582 million, but if past experience is any guide, the actual 
deficit is likely to be considerably higher. 


Prices and Exchange Rate 


In 1979 the rate of inflation, as measured officially by the Con- 
sumer Price Index, moderated somewhat (compared with 1978 and 
1977) to 54 percent. Enforcement of price controls, a lower rate 
of growth in money supply last year (only 13 percent), and in- 
creased supplies of local foodstuffs on the market after the har- 
vest last fall were major factors in the improved, though still 
unsatisfactory, price performance. However, prices began to rise 
again during the 1980 lean season (April-July), primarily because 
of shortages of goods. Also, the money supply is now growing at 

a faster pace to finance the government deficit. In recent weeks, 
the Government has attempted tec enforce price controls by using 
military and police personnel to seize hoarded goods and punish 
offenders, but it will be difficult to keep down retail prices 

in the absence of basic economic reforms. Inflation in 1980 may 
be about the same as last year's rate, or perhaps somewhat higher. 
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Serious cost/price distortions persist in the Ghanaian economy. 
The cedi is substantially overvalued, and the overwhelming desire 
for convertible foreign currencies results in smuggling of local- 
ly produced and even imported goods into neighboring countries as 
well as other illegal economic activities. There is a flourishing 
parallel economy involving bartered goods and untaxed incomes. 

On the other hand, there is little incentive to produce tradition- 
al or non-traditional goods for export at the official exchange 
rate. Despite this situation, most government spokespersons have 
opposed so far any overall change in the exchange rate for fear 

of unfavorable political and economic consequences, including in- 
creased prices of imported essentials. Some of the effects of de- 
valuation, however, will be achieved through new levies on the 
value of letters of credit established for imports and on foreign 
exchange transactions for travel abroad. Any stabilization program 
worked out with the International Monetary Fund would probably 
require a series of internal economic reforms and substantial ex- 
ternal assistance, much of which could be provided by the IMF. 


Balance of Payments 


Ghana's balance of payments remains serious because of insuffi- 
cient exports and very substantial import requirements. In 1979, 
exports amounted to $1,065 million, while imports were approxi- 
mately $800 million, leaving a favorable trade balance of about 
$260 million. Last year Ghana imported almost $300 million worth 
of crude and petroleum products, over 35 percent of the total im- 
port bill. Imports of crude will probably be lower in quantity 
terms (around 1 million mt) in 1980, but more costly than in 1979. 
According to the Ministry of Finance and Economic Planning, total 
planned imports this year amount to only about $650 million. This 
means that the country's huge need for raw materials, spare parts, 
machinery, vehicles, and essential consumer goods can only be par- 
tially satisfied. 


The Bank of Ghana has been able so far to implement a very aus- 
tere import program in 1980. In contrast to previous years, the 
import licenses that are granted have the necessary foreign ex- 
change backing so that letters of credit can be established rela- 
tively easily with foreign banks having a correspondent relation- 
ship with five authorized Ghanaian commercial banks. In addition, 
the Bank of Ghana has been making a determined effort to reduce 
the backlog of short-term external arrears, which amounted to ap- 
proximately $410 million at end March 1980. Most of the post-1972 
trade bills have been paid, and the remaining ones may be cleared 
this year. 
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In recent years Ghana's major exports have declined in quantity 
terms, with the exception of cocoa and aluminum in 1979-80. For- 
eign exchange earnings from this year's improved cocoa crop are 
expected to amount to about $800 million. A major worry facing the 
Government has been the recent decline in international cocoa 
prices, resulting in worsening terms of trade for Ghana. Foreign 
exchange earnings from gold increased substantially last year be- 
cause of the meteoric rise in gold prices on the international 
market. Although the Government has placed top priority on the 
export sector, mineral companies continue to complain that they 
are not receiving nearly enough import licenses to replenish and 
improve capital stock in the mines. 


During 1979, gross foreign exchange reserves rose to approximate- 
ly $300 million by the end of December, and the Bank of Ghana is 

projecting a further increase in reserves this year. Ghana's net 

uncommitted gold and convertible foreign exchange reserves at 

the end of March 1980 amounted to only $73 million, enough to pay 
for about 1 month's worth of imports. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


Total trade between Ghana and the United States last year amount- 
ed to $316 million. U. S. exports to Ghana were $91 million; U. S. 
imports were $225 million, consisting mostly of aluminum and cocoa. 
Although the 1979 overall trade level remained about the same as 
in the previous 2 years, U. S. exports declined by 27 percent com- 
pared with 1978, primarily because of a lower level of economic 
activity in Ghana. 


Ghana has several regulations affecting imports. In addition to 
import licenses, a preshipment inspection is required for all im- 
ports valued at $2,000 and above, in the country of origin for 
quality/quantity verification and price comparison. In an effort 
to protect domestic industries, numerous imported articles are 
banned, including cigarettes, plywood, veneer sheets, woven and 
printed cotton fabrics, mattresses, and suitcases. 


Some important trade opportunities exist in Ghana for U. S. ex- 
porters. The United States remains a major supplier of construc- 
tion, transport and mining equipment, lubricants, tobacco, and 
cotton. Although the timber sector faces difficulties, Ghana's 
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ban on the export of 14 varieties of logs to expand wood process- 
ing capabilities may provide opportunities for further sales of 

U. S. timber processing equipment. Because of the Government's 
emphasis on the agricultural sector, possibilities exist for the 
export of U. S. agricultural machinery. The national airline hopes 
to acquire one jumbo jet next year, but it is still seeking financ- 
ing. 


Investment 


U. S. direct investment, the largest in Ghana, totals approximate- 
ly $325 million. The VALCO aluminum smelter accounts for about 70 
percent of the U. S. total. Other important U. S. companies oper- 
ating in Ghana include Firestone, Union Carbide, Star-Kist, Agri- 
Petco, Texaco, and Mobil. Little U. S. or other foreign invest- 
ment has occurred here in recent years, with the major exception 
of the Agri-Petco offshore oil operation, which is the source of 
the only crude produced in Ghana. 


In principle, the Limann Government favors new private foreign in- 
vestment, particularly in the minerals sector, and it is looking 
into the possibility of liberalizing the 1975 Investment Policy 
Decree. The Decree requires Ghanaian (public, private, or both) 
participation, usually at least 40 percent, in many industries. 
Affected foreign-owned firms were forced to sell some of their 
shares and become joint ventures. In most cases, the necessary 
foreign exchange to remit the proceeds of these sales has not yet 
been made available by the Bank of Ghana. Also, many foreign com- 
panies have not been able to remit profits and dividends. 


In the past, several tax incentives, including exemption from 
income and import taxes, have been negotiated with foreign inves- 
tors on a case-by-case basis. The Capital Investment Board is the 
Government's agency for promoting foreign investment and for ad- 
ministering the tax incentives. While the foreign investment cli- 
mate has been constrained by the difficult economic situation, the 
country's relatively abundant human and material resources are im- 
portant factors for U. S. firms to take into account in consider- 
ing investment possibilities in Ghana. 


* U. S. GOVERNMENT PRINTING OFFICE: 1980—341-007/345 
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INDEX TO FOREIGN MARKET REPORTS 
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Department of Commerce, it lists a wide 
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tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 

5285 Port Royal Road, 

Springfield, Virginia 22161 

Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 
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International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 
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